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Part 1—Chapter 2200
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FEDERAL TAX COLLECTIONS USING THE
ELECTRONIC FEDERAL TAX PAYMENT SYSTEM

This chapter provides instructions and guidelines for financial
institutions that process Federal tax collections using the
Electronic Federal Tax Payment System (EFTPS).

Section 2210—Applicability

By accepting or originating Fed-
era tax payments, the financial insti-
tution is bound by IV TFM and
applicable Federal Reserve Bank
(FRB) operating circulars that sup-
plement regulations at Title 31 of the
Code of Federal Regulations, Part
203 (31 CFR Part 203). The Treasury
Financial Manual (TFM), and its
amendments, are available on the Fi-
nancial Management Service’'s
(FMS s) website: www.fmstreas.gov.

Section 2215—Authority

Title 31 CFR Part 203 governs:

 Financia institutions that pro-
cess Federal tax payments
electronically through the
EFTPS.

e Designation of Treasury Tax
and Loan (TT&L) depositaries
for maintaining and adminis-
tering TT&L accounts and/or
note balances.

« Collaterd security requirements.

Section 2220—Definitions

See IV TFM 1-2020 for
definitions.
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Section 2225—Electronic
Federal Tax Payment System

EFTPS provides an electronic al-
ternative to the paper-based Federal
Tax Deposit (FTD) System. It also
enables taxpayers to report Federa
tax payments and deposits to the
Government using electronic report-
ing methods. Using EFTPS, taxpay-
ers may transfer their payments or
deposits using electronic funds trans-
fer (EFT) technologies.

2225.10—Role of Financial
Institutions and Depositaries

Financial institutions and
depositaries have an integral role in
the tax collection process. With
EFTPS, afinancial ingtitution or de-
positary chooses the extent to which
it will service its customers’ Federa
tax payment needs.

Financial institutions and
depositaries may provide the follow-
ing electronic services to meet their

customers’ Federal tax payment
needs:

» Receiving ACH dehit entries
and posting the entries to the
customers' account.

e Originating ACH credit en-
tries, at the direction of its cus-
tomers, to the Department of
the Treasury’'s (Treasury’s)
account.

 Originating same-day payment
transactions to the Treasury
account.

2225.20—Role of Treasury’s
Financial Agents (TFAS)

TFAs do the following:

* Receive, verify and validate
taxpayer enrollment data.

¢ Operate the ACH debit report-
ing mechanisms (touch-tone
phone and persona computer).

 Providetaxpayerswith an EFT
number that identifies the pay-
ment record in EFTPS.

Note: For Internal Revenue Service (IRS) audit purposes, a tax-
payer may seek proof of a timely funds transfer from its financial
institution. Financial institutions must provide information such as
an Automated Clearing House (ACH) trace number, Federal Re-
serve-Electronic Tax Application (FR-ETA) reference number for
Fedline Taxpayer Deposit transactions, or Fedwire input message
accountability data (IMAD) number to the taxpayer if requested.
To further assist customers, they should use the term
“USATAXPYMT” or otherwise clearly identify EFTPS payments
on customer account activity statements.
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e Originate and deliver ACH
debit filestothe ACH operator.

» Receive ACH credit files from
the ACH operator.

 Validate tax payment detail in-
formation and transmit it to the
IRS.

» Balance and reconcile EFTPS
transactions.

» Respond to taxpayer and finan-
cid ingtitution questionsthrough
operation of an EFTPS customer
sarvice center.

2225.30—Role of the Federal
Reserve Bank

FRB, as Treasury’s fiscal agent,
provides a same-day payment mech-
anism for the EFTPS referred to as
the Federal Reserve-Electronic Tax
Application (FR-ETA). FR-ETA uses
the FRB funds transfer system and
Fedline Taxpayer Deposit Applica
tion for same-day payments. The
FRB does the following:

» Validates tax payment detail
information and transmits this
information to the IRS via the
TFAs.

e Assigns an EFT number to
completed transactions.

« Balances and reconciles sys-
tem data.

» Responds to financia institu-
tion and depositary inquiries
regarding same-day tax trans-
actions through operation of a
FR-ETA customer serviceunit.

Section 2230—EFTPS
Enrollment Processing

Treasury requires that all EFTPS
taxpayers complete an enrollment
process with the TFA. The taxpayer
must enroll regardiess of the elec-
tronic funds transfer method (ACH
debit or credit, or same-day payment)
before makingitsfirst el ectronic Fed-
era tax payment via ACH debit or
credit.
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Note: Taxpayers who
change financial institu-
tions or depositaries, or
who change their ac-
counts within a financial
institution or depositary,
must reenroll with their
TFA to use ACH debit.
They cannot use the
EFTPS Confirmation Up-
date form for account
change notification.

2230.10—Enrollment Form
Availability

Taxpayers may obtain enrollment
forms:
e By calling the TFA's EFTPS
Customer Service Center.
By caling 1-800-TAX-FORM
(1-800-829-3676).
« By contacting their financial
institution or depositary.
Financia ingtitutions may order
large quantities of enrollment forms
and ingtructions from the U.S. Gov-
ernment Printing Office (GPO) by
caling 202-512-1800 and requesting
item numbers 1996-405-503/41602
(enrollment forms) and 1996-615-
016/54297 (instructions). They also
may request these forms on GPO's
website: www.gpo.gov.

Note: GPO charges a fee
for the enrollment forms
and instructions. Finan-
cial institutions should
contact GPO directly to
obtain the prices.

2230.20—Financial Institution
and Depositary Enroliment
Responsibilities

At the request of a taxpayer that
selected ACH debit as a funds trans-
fer method, a financia ingtitution or
depositary must verify the accuracy
of the financial institution’s routing
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number and the taxpayer account
number and account type indicated
on the enrollment form. The taxpayer
must ensure delivery of the com-
pleted enrollment form to the EFTPS
enrollment processing center. The fi-
nancial institution or depositary may
offer this delivery service to its
customers.

2230.30—ACH Debit
Prenotification Process

For ataxpayer that selected ACH
debit as a payment method, the TFA
originates a prenotification entry to
the account indicated by the taxpayer
on the enrollment form.

Upon receipt of a prenotification
entry, the financia ingtitution or de-
positary verifies the taxpayer's ac-
count number and account type. If the
taxpayer’s account number and ac-
count type are correct, the financia
institution or depositary need take no
further action. However, if the ac-
count number and/or account type are
incorrect, the financial institution or
depositary must initiate a return or
notification of change (NOC) entry to
Treasury’ s account within 6 business
days of receipt of the original
prenotification entry.

Treasury may impose an interest
assessment against afinancial institu-
tion or depositary that failsto respond
to an incorrect prenctification entry.
It assesses interest for the lost value
of funds resulting from live ACH
debit payments returned because of
incorrect account numbers or account
type information. Refer to Section
2250 for interest calculation
information.

Section 2235—Conditions
for Making an EFTPS Payment

A financial institution or deposi-
tary may establish conditions the tax-
payer must satisfy beforeit will effect
the electronic tax transaction. For ex-
ample, a financia institution or de-
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positary may specify acutoff timefor
receipt of a customer’'s Federal tax
payment instructions. If conditions
are not satisfied, the financial institu-
tion or depositary may return an ACH
debit entry and/or refuse to originate
an ACH credit entry or a sasme-day
tax payment.

2235.10—Risk

There are operating risks for afi-
nancial ingtitution or depositary that
processes EFTPS payments and de-
posits using ACH credit and
same-day payment and deposit meth-
ods. For example, Treasury may as-
sess a financial institution or
depositary interest for an incorrect
ACH credit entry or same-day pay-
ment (see Section 2250). The finan-
cial institution or depositary does not
encounter these riskswith ACH debit
transactions. Thefinancial institution
or depositary should establish guide-
lines consistent with the level of risk
itiswilling to assume.

2235.20—Guidelines

A financial ingtitution or deposi-
tary should publish, or otherwise
make available to its customers, the
guidelines by which it will originate
ACH credits and/or same-day Fed-
era tax payments. At a minimum,
these guidelines should identify the
following:

¢ The method by which the tax-
payer delivers the Federal tax
payment instructions to the fi-
nancial institution or deposi-
tary for processing.

 The cutoff times by which the
taxpayer must deliver the Fed-
era tax payment instructions.

¢ Themethod andtimeby which
the financial institution or de-
positary notifies the customer
of the success or failure of the
transactions.

T/IL5

 The method by which the finan-
cid inditution or depositary de-
livers the ACH transaction trace
number, FR-ETA reference
number and/or Fedwire IMAD
number to the customer.

Section 2240—Electronic
Future-Day Federal Tax
Payment Mechanisms (ACH)

EFTPS supports two future-day
payment mechanisms: ACH debit
and credit. Any financial ingtitution
or depositary capable of originating
and/or receiving ACH transactions,
by itself or through a correspondent,
may offer these servicesto itstaxpay-
ing customers.

2240.10—ACH Debit

For ACH debit payments, the tax-
payer or the taxpayer’s agent reports
the Federal tax payment information
to the TFA using one of the available
EFTPS reporting methods. The TFA
conducts on-line, real-time editing
and validation of the Federal tax pay-
ment information. It issues the tax-
payer an acknowledgment number to
confirm a timely deposit report. The
TFA originates the ACH debit entry
to the taxpayer’s account 1 business
day prior to the date designated by the
taxpayer for settlement.

ACH Debit
Prenotification Instructions
Refer to paragraph 2230.30 for

ACH debit prenotification
instructions.
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Receiving Depositary
Financial Institution
(RDFI) Responsibilities
An RDFI does the following:
+ Validatesthe ACH entries.

* Returnsin atimely manner en-
tries that are unpostable.
 Originates in a timely manner
NOC entries as appropriate.
An RDFI also usesan NOC when
amerger results in changes to the fi-
nancial ingtitution’s routing number
and/or the customer account number
or type of account.

ACH Debit Corrections

Consistent with standard ACH
rules and guidelines, TFAs or RDFIs
may take the following actions:

» Returns—An RDFI may return
an ACH debit entry. It must
originate the return in atimely
manner and indicate the appro-
priate return reason code.

+ Dishonored returns—The TFA
may dishonor areturn entry.

» Contested dishonored re-
turns—The RDFI may origi-
nate contested dishonored
return entries.

» ACH debit reversa—The TFA
may reverse an ACH debit file
or entry.

Tax Payment Identification

RDFI should identify Federal tax
payments on a customer’ s statement.
For example, the RDFI may use the
term, “USATAXPYMT,” availablein
field 7 (company entry description

ever possible.

Note: ACH debit, through EFTPS offers taxpayers a warehousing capa-
bility. Warehousing provides taxpayer s the ability to schedule, as soon as
theamount isknown, futuredepositsor paymentsfor settlement onthedue
dates. This feature eliminates the taxpayer burden of remembering to ini-
tiate a deposit 1 business day before the tax due date. Using this ware-
housing capability, business taxpayers may schedule a future-day
settlement up to 30 calendar days in advance. Individual taxpayers may
schedul e a future-day settlement up to 105 calendar daysin advance. Tax-
payer sareencouraged to use the war ehousing capability of EF TPSwhen-
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field) of the ACH company batch
header record.

2240.20—ACH Credit

For ACH credit payments, the
taxpayer’s financial institution origi-
nates an ACH credit entry to Trea
sury’s account at the FRB. The
Federal tax payment detail is in the
ACH credit addenda record. The
FRB transmits the payment detail to
the TFA for validation and transmis-
sion to the IRS.

ACH Credit
Prenotification Process

(1) Zero-Dollar Entry with TXP Ad-
denda Record or Prenctification
Entry With the Tax Identifica-
tion Number (TIN) in the Entry
Detail Record—At the taxpayer’s
request, a financia ingdtitution or
depositary originates either:

e A zero-dollar entry with TXP
addenda record at least 2 busi-
ness days prior to the live ACH
credit entry.

OR

« A prenctification entry with
TIN intheentry detail recordto
Treasury’s account at least 6
business days prior to origina
tion of thefirst live ACH credit
entry.

The TFA’s account informa:
tionis:

» RDFI: Federal Reserve Bank
Chicago, IL
Routing transit number (RTN):
71036210
Account number: 04236036
Account name: Treasury
General Account

OR

» RDFI: Federal Reserve Bank
Atlanta, GA
RTN: 061036000
Account number: 23401009
Account name: Treasury
General Account
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Before originating the zero-
dollar entry with TXP addenda
record or prenotification entry
withthe TIN intheentry detail re-
cord, the financial institution or
depositary must abtain the correct
TFA RTN and account number
from each taxpayer. Do not as-
sume that al taxpayers are as-
signed to the same TFA.

The enrollment confirmation
package informs the taxpayer of
assignment to a specific TFA. If
the taxpayer has not received the
enrollment confirmation pack-
age, including the payment in-
struction booklet, the financia
institution should refer the tax-
payer to the EFTPS Customer
Service Center.

(2) Return of aZero-Dollar or Pre-

notification Entry—TheTFA re-
viewsall zero-dollar and pre- noti-
fication entries. If the entries
contain incorrect taxpayer infor-
mation (for example, the TIN in
the entry detail record is missing
or invalid) or if the taxpayer is not
enrolled in EFTPS, the TFA re-
turns the entry to the originating
depositary financia institution
(ODHFI). The TFA must return the
zero-dollar entry so it is available
tothe ODFI no later than the open-
ing of business on the second busi-
ness day following the settlement
date of the original zero-dollar en-
try. The TFA must return the
prenctification entry so it is avail-
able to the ODFI no later than
opening of business on the sixth
business day following the settle-
ment date of the original prenoti-
fication entry.

The taxpayer’s financial insti-
tution carefully reviews and
makes any necessary corrections
to the information before originat-
ing another zero-dollar or
prenctification entry. The finan-
cial ingtitution or depositary may
contact the appropriate EFTPS
TFA help line for assistance. The
TFA help line numbers for finan-
cia ingtitutions, as of the date of
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thisdocument, are: Bank of Amer-
ica 1-800-605-9876 and BankOne
1-800-945-7900.

(3) Failure to Originate a Zero-

Dollar or Prenctification En-
try—Treasury may assess inter-
est to a financia ingtitution or
depositary that failsto originate a
zero-dollar or prenctification en-
try at a taxpayer’s request, caus-
ing a future ACH credit entry(s)
to be returned. It assesses interest
for the lost value of funds. Refer
to Section 2250 for interest cal cu-
lation information.

(4) ODFI Responsibilitiesfor Orig-

inating an EFTPS ACH
Credit—An ODFI must originate
ACH credit entries at least 1 busi-
ness day prior to the date the tax-
payer requires the payment to
settle. It originates the payment
using the cash concentration or
disbursement ACH format with
tax payment addenda record
(CCD+TXP) banking convention
to the appropriate Treasury RTN
and account number.

(5) Tax Payment Identification—

The ODH should identify Federa
tax paymentson acustomer’ sstate-
ment. For example the ODFI may
use the term, “USATAXPYMT,”
avalableinfield 7 (company entry
description field) of the ACH com-
pany batch header record.

(6) ACH Credit Corrections—Con-

sistent with ACH rulesand guide-
lines, the following ACH credit
corrections are permitted:

* Reversals—An ODFI may ini-
tiatean ACH credit reversal for
aduplicate or erroneous file or
entry. A reversal of a Federa
tax payment may subject the
taxpayer to an IRS late pay-
ment penaty. Therefore, the
ODFI should use caution when
processing areversal for aFed-
eral tax payment. It does not
need IRS approva prior to
originating an ACH credit
reversal.
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* Returns—The TFA may return
an ACH credit entry if it is un-
able to identify the entry as a
Federal tax payment or if the
TINisinvalid. A financid insti-
tution or depositary must notify
its customersin atimely manner
of any failed transaction.

 Dishonored returns—The ODFI
may dishonor an ACH credit
return.

o Contested dishonored re-
turns—The TFA may contest a
dishonored return.

(7) Notification of Change—The
TFA may originate NOC entries,
when needed.

Section 2245—Electronic
Same-Day Federal Tax
Payment Mechanisms

FRBs provide the following elec-
tronic same-day payment alternatives
for the deposit and payment of Fed-
eral taxes:

 Fedwirevalue (Typecode 1000)
transfer.

 Fedwire non-value (Typecode
1090) transaction.

 Fedline Taxpayer Deposit Ap-
plication transaction.

Both the Fedwire non-value and
the Fedline Taxpayer Deposit Appli-
cation have preformatted screens for
entering taxpayer detail and contain
built-in edits for editing tax
information.

Financial institutions may obtain
detailed information on format, can-
cellation procedures, adjustments
and interface with the investment
program from the FRB’s Electronic
Payments Customer Support Staff.
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Note: All times provided in
Section 2245 are expressed
in Managing Reserve Bank
Head Office Local Zone
Time (MRB Head Office

LZT).

2245.10—Deadline

for Transmission

of Same-Day

Federal Tax Payments

A financial institution must send
same-day Federa tax payments so
that the FRB receives them no later
than 2 p.m. local MRB Head Office
LZT. That is, the financial institution
or depositary, or a taxpayer using a
customer delivery system, must send
the payment to ensure receipt at the
FRB through which it originates and
settlesthetransaction by 2 p.m. MRB
Head Office LZT. The FRB returns
tax deposits received after the 2 p.m.
MRB Head Office LZT cutoff timeto
theoriginator. Thetaxpayer, financial
institution or depositary may be as-
sessed a late fee for returned tax
payments.

2245.20—Fedwire Value
(Typecode 1000) Transfer
Settlement

Fedwire valuetax payments settle
immediately. The financial institu-
tion's reserve account is debited and
Treasury’s account is credited on the
day of the transfer. Thereis no inter-
face between the Fedwire value pay-
ment and the Treasury Tax and Loan
Investment Program (TT&L IP).
That is, the FRB does not post the
funds to the note balance of TT&L
Note Option depositaries.
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2245.30—Fedwire Value
(Typecode 1000) Transfer
Format

The Fedwire value tax payment
uses a specific format and a CTR
product code. Fedwire value mes-
sage fields 4200 “Beneficiary” and
6000 “Originator to Beneficiary In-
formation” provide tax payment de-
tail. Contact the FRB’s Electronic
Payments Customer Support Staff for
detailed format information.

2245.40—Fedwire Non-Value
(Typecode 1090) Transaction
Settlement

The FRB’s TT&L system settles
Fedwire non-valuetransactions at the
end of the business day. Contact the
FRB'’s Fiscal Services Department
for further information.

TT&L Note Option
Depositary

The FRB posts Fedwire
non-value transactions to the deposi-
tary’s note balance on the day of the
transaction. It withdraws any
amounts over the depositary’s maxi-
mum balance and chargesthemto the
depositary’s, or its designated corre-
spondent’ s, reserve account at theend
of the business day.

TT&L Remittance Option
Depositary or Financial
Institution

A financia ingtitution that initi-
ates a Fedwire non-value tax pay-
ment authorizes the FRB to debit its
reserve account for the amount of the
tax payment. A TT& L depositary that
initiates a Fedwire non-valuetax pay-
ment authorizes the FRB to debit its,
or its designated TT&L correspon-
dent’s, reserve account for the
amount of the tax payment.

2245.50—Fedwire Non-Value
(Typecode 1090) Transaction
Format

The Fedwire non-value tax pay-
ment uses a specific format and an
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IRS product code. Fedwire non-value
message fields 4200 “Beneficiary”
and 6000 “Originator to Beneficiary
Information” provide tax payment
detail.

Traditionally, a Fedwire
non-val ue message hasbeen aservice
or administrative message that car-
ried no dollar value. Consequently, a
financial institution did not make any
corresponding accounting entries
when processing this type of mes
sage. However, because the Fedwire
non-val ue transaction combined with
the IRS product code used to process
tax payments results in settlement
throughthe TT& L system, afinancial
institution may need to make ac-
counting entriesto debit its customer.
Financial institutions may need to
edit on the 1090 Typecode in combi-
nation with the IRS product code to
identify the Fedwire non-value tax
payments that settled through the
TT&L system and require customer
accounting. Contact the FRB’s Elec-
tronic Payments Customer Support
Staff for additional format informa-
tion, including the format for pro-
cessing bulk filer tax payments.

2245.60—Fedline Taxpayer
Deposit Application Settlement

The Fedline Taxpayer Deposit
Applicationisan alternative payment
method to the Fedwire non-value
transaction. A financial institution
initiates a Fedline taxpayer deposit
transaction using the FRB’s Fedline
Taxpayer Deposit Application. The
FRB’s TT&L system settles Fedline
taxpayer deposit transactions at the
end of the business day. Contact the
FRB'’s Fiscal Services Department
for additional information.

TT&L Note Option
Depositary

The FRB posts Fedline taxpayer
deposit transactions to the deposi-
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tary’s note balance on the day of the
transaction. It withdraws any amount
over the depositary’s maximum bal-
ance and charges it to the deposi-
tary’s, or its designated TT&L
correspondent’s, reserve account at
the end of the business day.

TT&L Remittance Option
Depositary and Financial
Institution

A financia institution that initi-
ates a Fedline taxpayer deposit trans-
action authorizes the administrative
FRB to process the transaction
through the TT&L system and dehit
its reserve account. A TT&L deposi-
tary that initiates a Fedline taxpayer
deposit transaction authorizes the
FRB to debit its, or its designated
TT&L correspondent’s, reserve ac-
count for the amount of the tax
payment.

2245.70—Fedline Taxpayer
Deposit Application Format

The Fedline Taxpayer Deposit
Application has preformatted screens
for entering taxpayer detail and con-
tains built-in edits for editing tax in-
formation. The FRB’ sFiscal Services
Department provides the Fedline
software for this application to finan-
cial institutions and depositaries
upon request.

Note: The Fedline Tax-
payer Deposit Application
is separate from the
Fedline TT&L Applica-
tion that depositaries cur-
rently may be using to
report AOCs in the Fed-
eral Tax Deposit system.
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2245.80—Correction

of Erroneous Same-Day
Federal Tax Payments
by Financial Institutions
and Depositaries

Contact the FRB’s Fiscal Ser-
vices Department for detailed cancel-
lation and adjustment procedures.

Correction of Erroneous
Entries Before the 2 p.m.
MRB Head Office LZT

Cutoff on Settlement Day

A financial institution may cor-
rect erroneous same-day Federal tax
payments by canceling the erroneous
transaction and, if applicable, initiat-
ing a corrected transaction before 2
p.m. on the settlement date. The can-
cellation must be for the total dollar
amount of the original transaction.
Contact the FRB’s Fiscal Services
Department for additional infor-
mation.

» Fedwire Vaue Transaction—
Upon receipt of the request to
cancel a Fedwire value mes-
sage, FR-ETA returns the
funds to the originating finan-
cial ingtitution if before the 2
p.m. MRB Head Office LZT
cutoff. If applicable, the finan-
cia institution may initiate a
corrected Fedwire value pay-
ment before the 2 p.m. MRB
Head Office LZT cutoff.

» Fedwire Non-Vaue and Fedline
Taxpayer Deposit Application
— Upon receipt of the request
to cancel a Fedwire non-value
or Fedline Taxpayer Deposit Ap-
plication transaction, FR-ETA
cancelsthetransaction if received
before the 2 p.m. MRB Head Of-
fice LZT cutoff. The FRB does
not create accounting entries to
effect settlement of cancded
transactions. If applicable, the fi-
nancid ingitution may initiate a
corrected transaction beforethe 2
p.m. MRB Head Office LZT cut-
off.
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Correction of Erroneous
Entries After 2 p.m. MRB
Head Office LZT

on Settlement Day

Requests for adjustments made
after the 2 p.m. MRB Head Office
LZT cutoff are referred to as rever-
sals. The financia institution or de-
positary must contact the FRB’s
Fiscal Services Department as soon
as possible to provide an explanation
of the error and request an offset, or it
may use the Fedline Taxpayer De-
posit Application’ sreversal screen. A
financial institution or depositary
may request areversa from the FRB
up to 5 business days after the origi-
nal transaction. After that time, it
must make the request directly to the
IRS.

2245.90—Rejection or
Reversal of Same-Day
Federal Tax Payment
by the FRB and IRS

The FRB may reject a same-day
Federal tax payment for the follow-
ing reasons:

« Insufficient funds in the finan-
cia ingdtitution’s or deposi-
tary’ s reserve account.

e Initiation after 2 p.m. MRB
Head Office LZT.

¢ Non-EFTPS enrolled taxpayer
identification number.

« Non-conformance to the edit
and format requirements as
prescribed by the IRS.

The IRS may reverse a same-day
Federal tax payment because of an
overpayment.

Thefinancia ingtitution or depos-
itary must notify its customers in a
timely manner of arejection or rever-
sal that results in a deposit or pay-
ment not settling on the taxpayer’s
requested settlement date.
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Section 2250—Interest
Assessment for the Improper
Processing of Electronic
Federal Tax Payments

2250.10—Computation and
Basis of Interest Assessment
for Improper Processing of
EFT Payments

Treasury may charge a financia
institution or depositary for the value
of delayed Federa tax payments. It
may assessthis chargeif the taxpayer
meetsthefinancial institution’ sor de-
positary’s conditions for making an
EFT deposit or payment (Sections
2230 and 2235), and the financial in-
stitution or depositary failsto process
the payment properly. Interest is as-
sessed from the date the Federal tax
payment should have settled to the
Treasury General Account (TGA) to
the date the payment actually settled
to the TGA. Treasury assesses a fi-
nancial ingtitution or depositary in-
terest to recoup the earnings value of
funds lost. It computes the assessed
interest using the interest rate factor
for interest assessments under
EFTPS.

Treasury assesses interest from
the day the taxpayer specified settle-
ment to Treasury until receipt of the
payment by Treasury. It determines
the assessed interest by multiplying
the total delay in 1-day funds for the
cycle(s) by the daily interest rate fac-
tor for interest assessments under
EFTPS for each week of the corre-
sponding TT&L cycle(s).

The FRB, at the direction of the
FMS, debits the financial institu-
tions's or depositary’s reserve ac-
count, or the account of itsdesignated
correspondent, for the amount of the
interest assessment.

2250.20—Financial Institution
and Depositary Limitation
of Liability

Financial institution and deposi-
tary liability is subject to the follow-
ing limitations:
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» For ACH debit transactions, in-
terest islimited to no morethan
7 calendar days.

« For ACH credit and same-day
transactions, interest is limited
to no more than 45 caendar

days.

The limitation of liability does
not apply to any interest assessment
in which there is unauthorized use,
indication of fraud, presentation of a
fase claim, or misrepresentation or
embezzlement on the part of the fi-
nancial institution or depositary, or
any of its employees or agents.

2250.30—Unauthorized ACH
Entries to the TGA

A financial institution or deposi-
tary must not originate an ACH entry
that results in an unauthorized debit
tothe TGA.

2250.40—Computation

and Basis of Charges

for Unauthorized ACH Entries
to the TGA

A financial institution or deposi-
tary that originates an unauthorized
ACH entry to debit the TGA isliable
for the amount of the transaction and
charges. Treasury determines the in-
terest charge by multiplying the
amount of the unauthorized entry for
each calendar day by an interest rate
equal to the Federal funds rate of in-
terest plus 2 percent. It calculatesthe
interest charge from the datethe TGA
was debited to the date the TGA was
credited.

Per 31 CFR Part 203.15, there is
no limitation of liahility, either time
or amount, for unauthorized ACH en-
tries to the TGA. This does not pre-
clude any other sanctions.

The FRB, at the direction of the
FMS, debitsthefinancial institution’s
or depositary’s reserve account, or
the account of its designated corre-
spondent, for the amount of the
charge.
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2250.50—Appeal Process
for Interest Assessments

A financial ingtitution or deposi-
tary may appea any interest assess-
ment or charge imposed under
Section 2250 by contacting the
FRB’ s Fiscal Services Department.

A financial ingtitution or deposi-
tary dissatisfied with an appeal deci-
sionfrom the FRB may initiate afinal
appeal tothe FMS. FMSmust receive
the written final appeal no later than
90 calendar days following the date
of the charge or assessment or 90
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daysfrom the date of the FRB’ s deci-
sion on the initial appeal. A fina ap-
peal to FM Smust include appropriate
and sufficient documentation to jus-
tify areversal or reduction of the as-
sessment or charge. Send the final
appeal to the address listed in the
Contacts page.

The Director reviews the appea
within 45 calendar days of receipt
and may unilaterally extend the dead-
line for issuing a decision by provid-
ing written notice of the extension
and an anticipated final ruling date.
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FMS advises the financial institution
or depositary, in writing, of the Di-
rector’s decision to uphold the as-
sessment or charge, reverse the
assessment or charge, or mandate an-
other action. The Director’s decision
isfinal.

Intheevent of an over recovery or
under recovery of the assessment or
charge, Treasury reimburses by in-
structing the FRB to credit or dehit
the reserve or clearing account of the
financial institution or depositary, or
its designated correspondent’s ac-
count, as appropriate.
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Contacts

Direct inquiries concerning this chapter and final appeals to:

Director

Financial Services Division
Financial Management Service
Department of the Treasury
401 14th St., SW., Room 313
Washington, DC 20227
Telephone: 202-874-6580
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